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foronto, Ontario, 
August 15, 1923. 


 Hydre-Rleetrie Inquiry Commisston, — 


We Be Gregory, Kaqe,s Chairman, 
Tore ato ~~  Omgerio. : 


re: Genoral nepert on 
‘{nterest Payable on Funds Advanced to 
The Mydro-Blectrie Power Commission | 
wit, the Provinse ef Onts. yt 


_ Bre Ghairman and Gentlemen: 


in accordance with your instructions a general 
report is now in course of preparation entitied "History and 
_ @eaerel Relations". included in this report is a section 
 @@¢1ling with the tuterest payable on funds advaneod to the 
 Bydro-Blectric Power Gemmisaion by the Province of Ontario. 
Inasmuch as the Comaission has decided that Laterest charges 
should be made the matter of a separate report, the seation 
abeve referred to has raion ased - the pe Rereny sen of this 
saneandtirinide | 


és “ghis report is prion, gh based upon the report sub- 
mitted to the Commission by the Auditors, Mevsra. Price, 
Waterhouse & Company, under date of June 27th, 1923, entitled 
*Ttavestigation of Provineial Accounts with Reference to interest 
Charges om Gash adfancos", The Price, Yater house report deals 
with the subject in fullest detail and wherever use hae been 
made of statements, figures or opinions given in the report, 
these have been carefully cheeked by the Auditors ond are 
youpl every ewe in vy then. 


Ma mn aeate son,’ @xemtnation has been mde of evidence 
enbntsten to the Commission in Goansotion with the matter of 
“Interest Ghargee™ aad the more impertaat pasanges of the 
ovienane’ comet JA te do with this motter are quoted hergin. 


| On account of the nature of the subject, it has been 
" Soest etys. better to introduce opinions and deductions in the 

ie the nEOPeS, anaes. Of dealing with them in a apeurens 
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Vader the daw as At Bow Stands the Province of 
Qnterio ae a whole is direstly interested in the operations: of 
the Ry@ro-Ziectris Power Jommi ss ion. Prom the financial point 
of view it hee assumed obligations, direst ane indirect, which 
total about $162,000, 000. Broadly speaking this amount is ra LO 
ap of cash advances, guarantees ‘in respect of bond ieeues, the 
purchase @ireat oy the Province of the dentral ontario System, 
and moneys expended by the Commission and onarged ¢ to the 
Provinoial: account. | | spite 
| ” gummdag ap the conditions at March Slet, 1925, the 
Provinetal Liability in respect of all undertakings any be 
moet sonvententah 59s 2 ander four dieting 7 a® 
follows: 
(a) Cash advances sede by the Province of 
_ Ortario recoverable by sinking fund 
‘{netealacats = O107 , 252,799.90 
{b) Guarantees given by the Previnee of © 
Ontario in respect of bond issues for 
t! ment of which the Province | 
will become liable in the event of i 
failure by the Commission to meet ) baba ale 
_., &48 obligations = ey, SR 994,851.95 
(e) Bonds ineued by the Province of 
 “fYeteario in respest of the purchase, — 
tnd expenditures on the Sentral 
Ontario System, which are not 
covered Bs Sinking fund aceretions 
except te a very Limited extent = = j|§ 42,117,708.76 
(@) Moneys expended by the Commission 
to Oetober Zlset, 1921, and sharged 


te Previncisl account, not reeover~- 
a bd vowel San hoe 


: gabe wonj een «29 


‘potent ‘Beanies 3 Paunds 
Wiagera and other power 
systems . . §2,608,919.22 
Gentral Ontario System  _ 26,663.60 _. 8,837 .892.9). 


$162, 362,848.39. 
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The present report deale only with the interest which 


the Gommiseion ie required ta pay to the Province on the cash 
advances made te it. At the present tine, ae stated above, 
the total cash advances mide by the Provinee of Gatario toe the 
Gemmission are about G107,000,000,. hile the Gommisaion has 
always been required under the Power Oommission Aet to pay 
aunually interest to the Provincial freaearer on cath advances 
made to it, there have been several amendments to the original 
Aet in respect to the amount payable and the relationship be- 
tween the Provinee of Ontario, the Gommigeion and the munici- 
polities in this (redpgep? Yor the purpose of convenience, 


therofors, hereunder is given o brief historical synopsis of 


the ehanges sade from time te time in the Power Commission Act 
relating to this matter. 

Prig¢r to Geteber Sict, 1914, the Gowmiasion was re- 
quired to charge im the ooat of power to the municipalities oa 
fiat rate of 4% representing taterest on all cash advances 
made in respeet of works constructed by the Sommiesion. Thus 
the municipalities were Liable te pay this flat rate of 49 


iuterest on the capital invested on thair behalf by the Gem 
wiselion, which was represented by funde advanced to the Commis- 
gion by the Provinese. Subsequent to Getober 51, 1914, the 
munioipalities were liable to "pay 46" plus such eum as the 
Lieatenant“Governor "may direct to cover the difference 
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between the 4%" and all charges and expenses of providing 
money advanced. (1916, @.19, #11). 

Qu Ooteber 3ist, 1917, an order~in-Sounes Was 
passed, pursuant to the amenduent above referred to, re~ 
quiring the municipalities te pay an additional $61,290.11, 
being "the difference between the 4% interest...,.and ail 
charges aud expeases of providing sach money." Thus up to 
this date “ali sums reaoived by the Commise ion om segount 
of sinking fund or laterest....." were “paid over to the 
Sreacurer of Ontario” pursuant te Seetion 15. in thie way 
the Gommisgion, in respeot of interest, was merely the 


CG iga Pr tyeas aot m question as to the 


aehiegter.et aiaq 
Lighility of the Goumigeten to pay imterest to the Province, 


it was simply a matter of the Gemmisaion paying to the 
Yrovinee the Interest moneys collected from the munici~ 
pelitios under Segtion 25, 

es acing ait ig 1916 an amendment wae sade to the act which 
eempletely altered the relationship between the municipali-~ 
ties, the Commiseion and the Provinge. Seotion 15 referred 


to abeve was repealed and s new section substituted therefor. 
Sub-aeetion 1 of the new seation 15 required the Commission 
to invest moneys received from municipalities oa account of 
sinking fand in Provincial securities; sub-seation (1a) 
requived the Gommiacion to pay interest to the Treasurer oa 
il advances sufiicieus to reimburge the Province the cost 
of providing money “as may be from tine to time determined 
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by the Lleutenant-Governor in Gouncil.” 4 new Seation 6(>) 
authorized the Gemmiseion to retain ali other moneys ia « 
Genorai Yung, Thus i¢ will be seem thet as regards interest 
On advances the Commigsion was ao longer an intermediary 
forwarding t¢ the Provinge money received from munioipalities 
wader Section 25, but became direetly responsible for the 

a te it, 


payment of interest on moneys advanc 
to be passed froa time te time fixing the interest payable by 
the Com 
emendnent mado in 1938. was uot retroactive. ?hie is the law 
asp GG; Psy it now stands, and the anount 

marenbes de: Ramm Nest ies. te Abe. HaTMtRA ER SORE Beetson 


went of 1915 required Ordere~ina~Counedi 


mission to.the 2rovince om acsount of advances. he 


23 is the Same ag that payable by the Gomaiasion to the 
Proviace ander Geotion 1$(ia).. 

| in review of tae asuiihhons Shus ihieteien with 
Pvespect to, the mstter ander disgussion, 1% would appear that 
the slear aiid of the 1915 amendment referred to above 
iii * pagers be as pital onan ‘as ie saan’ re rth red 
by, the Order-io~Geaneil of Oetober 31, 1917, im the sum of 
$51,290.11, wae wot sufficient to pay the coat, and the view 
is held by some that this Order-in~Counoll might therefore be 
regarded in the aature of on interim charge. the degision in 
reference to this matter appears to rast upon the intention 
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haa nee baw rig the ee oe eee} Wad passed. 
it the sovernuent deaiae hae the Commission is required under 
the act to pay the tani cost of funds advanced to it, an 
Order~in-Gounei2 nay ve yoened at tae A Sine Pequiring the 
aotuad payment of the “ost or money advanced to the Commis~ 
sion subsequent to ootover hy i91a. , 

ay Section 15 (20) the Count seton te “requires to pay 
laterest emnually at a rate to ve determined "fron time to 
tine” by the LMeutenant-Governor tn Souneins 48 far as we 
gan learn no ‘Order-in-gounet hae’ deen pucced: in this Feepect. 
The ee Deparehent: 4 doterelned: the vate ebtdeavic 


to the advances AadOwnk chirged eane to the Commigaion, buat 


ao Ordere~in~Gouncil were pasted determining the rate as 
eontemplated by the Act. However, the Commiseion has alvays 
paid intevest at the rate fised by the treasury Separtment, 
exeept in colneesion. with the haiti Falls Severe pnents | 
Tf en waqatrenents of the sot ‘hae been strietiy 
followed, sine yong equities orsnawennel penned see" ‘pane: to tine 
scteunining the rate of interest payable on all advances to 
the Coumission, there woula Aare ‘boon a room tor the alleges 
anent and the Commission 


ai eunderstanding. vesweon tne “Ove 
ae to the rate of interest payarie on advances: tor the 

parposes of the caneron Falls Developments and ao possibie 
foundation for tne 4 e sume x $ ‘advanced: by re ands heveutter 


quoted, in support of Kis eontention that rate of interest 
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payable had never boon determined ae Requires vs the het. 
The following ie ae" extract fron this Codaseetonts Iaterin 
Repert on the Thunder Bay Systems 


“AO the ont’ of 1921 the bavedéet earenens 
at between the Covernment and the Hydre- 
flectrig Commienion wae made ap in due course 
at 6.5 per cent., the rate being based upon 
the statute. uctesd of peying thie amount, 
however, the fydro-tloetric Comelasion made — 
up interest and other charges on the bacis of 
§ per cent. and charged back to the Govern~ 
ment all interest and charges over 6 por 
gent. which had been pald Dy it to the Gevern~ 
ment in the years 1919, 19129 and 1920. this 
alleged overpayment whieh wae eharged by wan 
the "ydro~Riectric dommission against the 
dovernaent amounted to O71, 567.412." (pot) 


in ent GeP oy torr08ing is an ‘watraas from 


ghe evidende an. We. I. Bi Dacas, at one tine r Commiestonsr, 
and now an offtetal of the Somatesion, gives before us at 
the heating on the thunder Bay System: 


So. "hey have to daal with it “ae ascsord~ 
ing to the Aet; they haven't any Ler te deal 
with i¢ otherwise? | ‘a 


SR. GABT: He, unless gome other + nateienians is 
wy with the Government nd with the. Sommi¢sioan. 


2 OMA IRAN, ‘I am surprised, ar. Gaby, thet 
the Gommiasgion should treat thie setter * such 
a light way. Were is « case where you kuow your- 
gel¢ that the legal rate of interest whieh you, 
are liable for ie 6.2.  ‘Thave is absolutely ao 
question about it. The Legislatare has fixed — 
thet, and nobody has any authority to change 
that but the Legisilatare, end here, altho agh 
you Know that fe a oharge against your fyetem, 
you deliberately leave that off your statement? 


Ae Mr. Gregory , I don't believe that, that 
we are treating the aeatter lightly. 46 I have 
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@mivendy atated, we have dealt with the matter in 


ageordance with diseuseion with the Cabinet 
Hinietere, and i¢ is aleo a aatter that the Com- 
miesion has dealt with te accordance with wae ae 
waderstanding. * 


_ te “You have mo business to change the rate of 
interest. Gan soe write off « mortgage just 
because they have it? - 


40 “I am mot dealing with the matter. “nie is 
& wetter for the Gommission te answer, and i am 
only telling you what I Know sbout the situation, 
as to the arrangements with the hroensistar yng in 
sonunection with thia matter. — 


Qe “Shey made ne arrangement. The Government 
“ay they sade me arrangements in respeot to the 

moneys which game inte your hands and the rates 
of scwcd en 


hava * ie. ‘Gveuerr, i think shore 
Ope 


Mistpprehension in your aind, The 
: lL underdtand the lew, has not been fixed 
by the Government. 


+*@RS CHAIRMAN, “It hae been, acgording to the 
Government and otatesente readered Ga you. 


HOW, WR. LUGASs “Well, 1 still think, ltr. 
Chaivaaa, that that t¢ not the inw. 


He “Well, the saditer says it is, 


Tk CHA lau 
and the aaidsas says that you are llable for it. 


"yor. “un. twddes ‘Permit me to Gontimue to aake 


_ my wtatement., 1 still think that that is not 


the law no matter waat the suditer says, because 


_ the law sags, 1f 1 veoall it rightly, that the 
‘vate of fetesies: @hall be fixed by Order-in-Coaneil, 
and no Qrdor~in-Councli has ever boen passed 
fixing the rate, and 


th fo ig no Order-in-Gounctl 
bat 1 am aware of, oF ever had any knowledge of, 
fizing that rate of faterest.” 


ew ttee hanes, fa the anse of bhe lnteveed payable on 


advances for the Cameron Palle Development, maintained that 
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the law bad net been fulfilled inasmuch ae no Grder+in-Coeuncil 
hod ever been passed fixing the rate. Nowever, ¢inee the. 
publie hearing et whieh Mr. Lucas gave. the evicence quoted 
above, we are informed that the “oemistion have meade an adjust 
ment and will pay the full rate of interest as soon as funds 
are avalilnwvle. . | 

in detente, therefore, it would appear that the 
Hevernment should pane an Order=inardoune li annually fixing 


the rate apphieeble te pene advenian onde to the Comnigeion, 


and that an order=in~Coune tl should now be passed éefining 
the rate applicable te sli advances simee Gatober Sist, i314. 


COPY 


Ve have: referred tn the Bistoriea Sxoton $e the 
eouly lastance waten nae come to our attention of she Gommis~ 
gion having failed te seer the interest payment on advances 
made te it, in respect ot the sonetruation of worke. This 
iustance was in the oase of the advances nace aa the aeveiop- 
mont at Cameron Yelis,in conneation wita the ‘Thunder Bay 
Syston, and the matter has boon dealt with ia dete id in 
thie Commivston's Interim Report on the Thunder may System. 

At the time this mateer eane neken siecussion, the auditer, 
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iit. Clarkson, in giving evigenge before as, explained in a 


an she nego AK Settee 


dn selleeting interest 


extracts are from the 


evidence of AIP a Ada 2 RO given at his appearance bedars us 


on Oateber Grd, 1922, at Toronte: 


“Yyrevines the - 


he @Ganh of, y 


Set by the Hydre Aet)~*a 


Qe "What rate of interest ao they pa pay the 
Government upon this 96,000,000 edd that the 
Governwent savancead to thea? 


‘Ae oY Wave 4¢ were in the sadit. “2919, at 
the rate of 4 P4d, vox. annum; leteber 31, 1919, 
S.341% per annum; Setober 31, 1920, 6.29 per 
annum; the fiseal year ending Seteber $1, 1921, 
at the Pate of 6.5% . 


<r mwowld | you $411 us as nearly as you cen 
whip yp yr rates are fixed? 


4s "Shere are two provisious in the Act, 


“Se. Gvegory. UWader Sea. ln of See. 15, sate | 
_ 48 what is stated: ‘The Gommisslon shall pay. . 
to the Tremsurer of Ontario annually terest 


on the indebtedness of the Jommiesion to the._ 


‘Province for moneys advanced ‘te the Somuie~ 
Sion by the Srovinee as may be 
determined by the Lieutenant-Governor in 


| from time to tine 


Jouncil aa otis sehons to reimburse the 

“all amount of interest paid by 
the Coverument on monsy# faised for bhe .. 
purposes of the Soumission and the charges 


Anourred by it in providing such meney.* 


“Uuder Seo. 23, lt ts provided that in 
a for each year, amongst 
other charges, each municipality shall pay 
‘gach gum as the Lieutensnt-Coverner in 
Gouneii may direet to cover the difference 
between four per cent. interest charged on 
eapital secount’-(4% was the rate Gilateaiis 
a for working 
capital, and ail sharers and expenses ror 


’ 4s providing euch moneys * 
wag. Me, 8 


"Shen the Govern once a year 


ers & bill to the Hydro for the interest? 
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‘Ae *Onge o Fear; at the end of each fiecal 
year, the Treasury Department makes up the 
Bill in whieh it states the rate of Interest 
that the money advanced to she org ome 

geet it daring that gear. 


Os. “Wane each a bLLL rendered to the Si pigon 
aysten? | 


| Ae “Kot the ‘tpigon | systen. AO 
si "E none to cover the amount advanceat , 
oi An “Covering all the advances in each year. 
(Ge anes was rendered last year? 
me “Tea, were” 
it would eppear, therefore, ¢ that wy dovernnent 


follows the _pra(tlge ppedyputing #1 the average efteetive. in- 


terest. rate on all borrowings wade by the Provinge for aii 


HIER. O04 TORHMTE, >. PAst 89. Whe Spomtenton. for, jnhegees 
on, Pde .eyeerey wede.to. 2) Ap eegertanee with. thie prerage 
rate of interest, Mr. Clarkson hes informed us farther 
that ae auditor of the aseoants of the Commiseion he has 
mover bad seenes..t9..the Teeerss, of the. Treneer?, Peper taeet 
and has accepted the rate of interest established by the 
FU HE SRE Ree aoe NET of the Com 
mission. ahaa sae A, 
In view of the ‘they’ ‘nat ‘the: cost - power is 
very largely ‘Pepresented by. the ‘Gost of “money, ‘that. ta, 
einxing fund and interest, it wae Geoned davisanie thet 
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visions of the Aet in yosgees ned the payment of interest 
had been steietiy applied. Our Agcountants, iesera. Price, 
Vaterhouse @ Company, Were therefore Atrectea te determine 
the cost to the Prov ines of the advances nade to the Con- 
mission, the thought being that any difference between the 
amount of auch cost and the total interest charged to the 
Commission since Ooteber Slat, 1914, would be either pay- 
able by or vepayable to the Jommiestion. 

Application was therefore mide te the Government 
for permission to investigate the books of acount ef the 
freasury Department ia respect of advances to the Commission 
and our re ee a LaXeet & report bearing date June 
27th, 1925, entitled "Investigation of Provincial 4acounts 
with reference to Interest Charges om Gash Advances," which 
gives im detail the seture of theixy investigations and — 
their conclusions. A eopy of this report is appended 
heretea. la Wh | i a ' 
ia diseusciag the various amendments made te the 
Power Commission 4et, set forth previously herein, the 
auditors, in theixy repert, state ae follows: 

“While it appears quite @lear that if the pro- 
visions of Section 15 (in) have no application 


$e advances pricr to Qetober Sl, 1914, all | 
advantes made to Setober 31, 1914, should bear 
interest until repaid at the rate of 45 per 
annum, and that actual cost should be charged 
with respect to all advances made since Oatober 
St, 1917, there is sane question as te the 

basis on which interest should be charged on 
advances made in the three yeare ending 


(22). 


tuouotat he suomyat 949 oF fomunen mA tok oa? te enczety 
eo iNt sowmeed: stdwwanwaooh ae “ shohteae iteinte vod bad 


enteredeh 02 betewsle orodorens euse 6% ‘ 
“a0 O62 of oben aegnavhs oft to sealers of ef seoe ox 


od? neewdad onaene 32 Ae we teat gated tequod? oat and fae he 
add 2 beyeato veorecat kate ect Sum vege dows Yo Savona 
“a sadid ho os bivew 1x08 40s red oaes dente ne boeinaet es 
| mm ssotonianod ons oe oldayeges ue yt hte 


Bs ae 


tnemmuerol ads of aban eteton 
ot Yo dagonas Yo exook odd ts i 


aisr rien sry i ae ‘A be ' 2. we . *- - ta . w' oh 


100 & oewedvotel — 


pRO-ELEcTRIc Inquiry ComMISsION 
¥ FOR ENCLOSURE TO 


#22} 


aibthew ‘te 1917. Tne Qharges to the Gomsilssion 
for igterest on the advances made in this three 
year period have been on the basis of 84 per 

annem, the Order~-in-Gouncil of oOetober 31, 1917, 
having been interpreted ae fixing the interest 

 @harge at thie rate. It would appear that  — 

three different conclusions may be drawn from 
‘the amendment of 1915 and the subdsequent order~ 
in~Goungil of 1917, vig: 


, ty ‘That the Order-in-Gouncll fixed at 6% the 
ooo 9 d@8erTest charge om a11 advances made in the 
period of three years ending October 31,1917. 


(2) that the Order-in-G¢ane1l limited to Bs 
the interest Gharge to October 31, 1917, om 
""‘@ll advances sade in the three years ending 
October 51, 1917, and that after that date 
the actual eost of the money might be 
eharged in accordance with the an¢ndmont to 
= sot. ae 1915, and - 


(3) apt. Dab Orher-in-Geuncll wae met in fell 
pecan yi i with the 1915 amendment te the 
\ oo £@% amd that « redetermination may now be — 
made by the Lieuterant-¢erermor in Council 
fixing the oharge to the Commineion at the 
actual cost both prior and subsequent to 
‘October Si, 1917, om all advances made in 
the three years een on that Saye, in 
parsuanes of Section 16 ({la}.* 


The Peport goes on to denl with the methods em- 
ployed by the auditers in treating with the sabjecet of ex- 
ghauge a® between Canada and other countries, end deals alee 
at some length with the retirement by the Province of certain 
iuseribed stocks whieh had been tseued free of succession 
duties. The report ineludes the views of Sr. Clarkson, the 
auditor of the Gownisgion's accounts, who giver his opinion 
om the whole question of the establishment of interest rates. 
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the findings. af sada auaiters: are. suaned @p on pages 
17, 18 and. as oz. thets report... Bae valance enargeadie, aeoord= 
ing to the beses onpleyea, varies widely and lies betweon the 
limits of aa amount. of $4 9525 956.56 aaa eharge againet the 
Sommiasion, whiten’ inelades $60, 542 541.33 applicable to the 
Sentral Ontario tyines, and an ‘amount of $136,267.82 standing 
ae a balance due by the Provinee. te the Commission, of which 
$11,597.54 is Applicable te the Central Ontaria ayaten. 

Megers. ‘Price, Waterhous 
agree to the prinsiple thet the Cdedihiiins may regover the 


« & Gompany and Ar. Clarkeon 


actual cost of furnishing money to the Ayaro~Bieatric ‘Power 


Commission from\fotedhh 


woney, however, ig largely determined by the allocation mada 
of the provits from exchange, and they have failed te agree 
upon a method of allocation. Meessrs. Prise, Waterhouse & 
dowpany, euploying one method, are of the opinion that the 
balance chargeable by the Government te the Jomaission’s 
undertakings i¢ $683,440.62, of which 940,169.16 is applicable 
to the Sentral Ontario System; while Nr. Clarkeon, employing 
shother sethod, fe of the opinion that the balance shargesble 
by tne Province to the Commission fw $265,761.67, of which 
$27,296.17 if applicable to the Sentral Ontario dysten. 
Dealing with interest charges: on bonds iasued wy 
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“in addition te the above awounte applicsbie 
te the Gentral Ontario System, the interest | 
paid an the $6,360,000 4% debenturee issued 

ter the purchase of the system and the 
$226,000 64 debentures issued in part payment 
of the purchase price of the Sraten Township 
Pulpwood Limits failed te meet the actual 
eo0% Of such money to the Province, as follows: 


Empensesin gonnection with the 
isauanse of the bends aot ravine 
absorbed in interest charges 95,007.75 


dommission paid banks for pay~ 
ing duterest, aot absorbed in . ) 
interest charges 2,082.71 
Difference between interest pe Ry A 
paid vy Gommission om annual 
Gaete and interest paid by , ry 
Provinee on semi~annual basis mah LoS 9 2 97 


otal 


kt sue ahr) sere yt elects to charge the Commission 


with the exeess of the aaet of money on any one af the bases 


set forth, the Commission will, under direction of the 
Lieutenant-Governor in Gounell in pursuance of Reetion ste, 
have to distribute such charge among ite various undertakings 
and aleo between cap 
the disposition of such charge, there is given ou pages 20 


al and. operation, As an indication of 


and 21 of our Agcountents' report, approximate geiculations 
ehewing the percentage thet should be sharged to capital and 
the percentage that should be sesame to veenaaienly in the 
“dete ie wowdd wppears ~~ OOO 


(a) hat about 50% of the balance owing shall be charge~- 
. ., ble to capital account and 60% to operations. 


{bo} That in reepect of the Sentral Gntario Syetem about 

$4 ef the underpayment in respeot of interest shall 
be chargeable to capital account and 957 to operating 
socount. 
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in ecg ‘whe: he prermgeniny iyi our ‘Aeoountants have 


taken into eecount the interest payable by the Vommisgien to 
the Provinse im 1921-1922 of anouats aggregating $560,918.75, 
representing interest tn respest of advances made for the 
Cameron Yalis De¥elopment in the Thunder Bay System. Walle 
the Interim Report oF thie dommiseton on this ‘subject shows 
that the interent: owing the Government at saat date was ia 
excess of 970,000, the asa. figures are now available and 
are shown here. ‘gor purposes: of convenience. Mesars. ‘Price, 
Waterhouse & Company! a. Statement. in ‘this. veepect. ig as 


fellows: 


1921 ~ mevsslaslaXdieSacane of Aaseowne’ | 


to 64 om advances for the purposes . 
of Hipigen Seraph ee oo ee ae a 714786.42 


1982 ~ peferrea. danewens: expense “a me 4 
Sipigeos eperation far the fiseal. 
yoar ending October 3ly 1982 «oe. 


hig ty vib . nse oie -cboene < 350,928.78 


it is ) anderstood that tate interest wine ‘te pata 
to the Provines as soon as ‘the Vomatesion hae Pande W¥aiiadle 
to do eo. in the ‘meant inte ‘the amount ‘stands as a ereads to 


the Province, 


ta suawing ‘Hythe ‘Teasens leading ‘td ineorrect 


charges in Peapent oF npveress on agvancey bei pd ge the Bae 


rh Ys 


retieeg sewerts Price, Waterhouse * company state nell 


follows: 
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 SOhG mein reasons for the aigference in the 
average effective rates are ac follows: 


{a) Under euthority of an Order-in-Goancil a rate 
--),9@ Anterest of 6% was charged to the Gomais- 
@ion in 1917 on advanees for the three years 
ending October Sl, 1917. (thereafter the 
Provinee averaged the gost e? loans each 
Pear to determine an sunual rete and did not 
give effect to changes in taterest rates 
_. Stising in connsotion with refunding.) _ 


{b) Interest on borrowings is paid by the Gevern- 
“ment helf-yearly whereas interest te pata 
by the GSommiselon yearly on advances made by 
the Sovernment out of such borrowings. — 
This factor wat sot taken into consideration 
| tying tial by the Government in deteruining the — 
| _. Sverage effective rates but we have 
| mecegenrily given effect thereto, 


- (@) im determining an annual average effective 


ae Hy fjnnent used a full year's in- 
tie & trbasury Bille, which €ié not — 
Yopredent the agtuml cost of such bilie, 


| giuee they are practicaliy oll of Less than 
® year's duration. These Treaeury Bilis 
vou on re therefore been put om am annual besis 
in order that a true average effective rate 
per aptan might be determined. =§ = | 


_ (a) The effective rates of interest. on apegiric 
deans were applied by the Government to the 
_ face. value of the loans in determining an 
annual average rate whereas the effective 
Fates of interest on specific lusus have | 
been applied to the net proeeeds or actual 
Gash received in determining our adjuated 


Wnt" Veviee Babs GT tnberses., 


“Parthermore, the Provinae included exchange 
profite in the effective mies of interest but — 
failed to include exchange and other sandry ex 

ofiyo, 9 DORSOS Whigh were required to be paid subsequent 
2 ak ' $0 the dates of igseue of the loans in connection 
ay BE OR wits interes: PasRcate.” pat Wie Mie big : ; , 


sooere) > #R@ Peletionehip aa regards golieetion of interest 
daring the period thas the flat. rete was im effeet was indeed 
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Pa | very stage one, in thet the rate taddenatie wae 
established by statute and ho doubt could exist as to the 
amount payable by the Commission. The untelrness or a 
flat rate is, however, vory apparent , and if used would 
result in loss oF profit to the Government. A profit to 
the Government woale resal in annegessarily high rates for 
power to the municipalities, and * less to the Government 
would result in a epeeial advantage to eustoners of the 
Commission at the expense ef the reet of the Provines. 
with respect te the deficiency in interest 
charged hy the deverandat sine L917, At weald Sppear that 


determination oh sk bbe aX te be followed in this respeot 


Ls a matter of Government polloy. from am economia Stand~ 


point the various bases are aet forth An Beeers. Price, 
Vaterhouse & Company's report together with their opinion on 
the matter and the opinion of Mr. . 2. Clarkeon, the 
offieial auditor of the domaission's accounts, 

Whatever course the Government smy pursue as to 
the adjustment of interest moneys due it on past advances, it 
would appear advisable that the method of establishing in~ 
terest rates on fuvure advances to the Commission be strictly 
defined sa that the sorrectacss of the charges will be beyond 
qusesion. Advanges to the Gommigsion have been sade from the 


general borrowings of the Provinee, and while the amounts 


necessary for Hydro have in recent years formed a vory sub-~ 


(vt) 
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gtqntias | part ae She funds ade # aa Provingial parpoeet, 
ne atteapt hae been made * the past to segregate ‘oF make 
apesitie loans tor ytre purposes. Pants soning inte the 


pante bid the Provincial treasurer nave been Advanged as the 


ew. Sy ie f > 


requirenenta demanded for any or every purpose, and the iu~ 


A 


terest Fate averaged enaually,, and this rate applied to all 


Te ae 


advance: 8 s 


a order that moneys ny elvaye be evailadic to 


meet current Fequirenoats dt ie “_nesesanry ‘for ‘he Sveasurer 


to Keep | a eubdatantiol ourplus or reserve on hand. So far as 


ei 


the Commission te soneerned, requinition ts nade on the 


BE wre 


Government for yrs, 


me to tine and the Treasurer is 


nds are evailable ander she votes 


required to see chat 


Le, 


upon whion the ‘Requisition is nade. malie such renerve or 


sarplus is in the hands of the Sovernneat, the Prevines 
aust necessarily © meet the aitterence in cost between he 
Interest rate i¢ Faceives fron ibe Danker, axa. the interest 
pa th 18 must pay on the bonds which the ‘funds represent. ip 
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financing eost to the Comminsion. In reviewing the situation 
the matter wan taken up with Mesere. Pri oo, Taterhouse & 
Sompany, who sdvised that it would be impossible to arrive at 
a figure for past advances ana very aigrtoult, if not 
impractionble, to establish any rules by which the exact cost 
eould be arrived at in reference to fubure advances to the 
Commission unless the present soheme, by which moneys are 
advanced to the Commission out or the sisiapiiiaaiieta borrowings 
of the Provines, t# entirely changed. 

‘Thus in addition to having the advantage of the 
borrowing feellities of the Provinces, the Commission has 
benefited by” natin Jukes Koa ilable for ase when required 
Without heaving to meet the cost during the period that the 
funds were held available for its purposes. When the vate 
for money was at 4%, this financing cost was relatively low 
a@ Gompared with the periods when moaey cost the Provinee 
6%, 7% oF 6%, fhe differance between the interest yield on 
the bonds at such interest rates and the bauk rate received 
by the Government while the funds were on depostt, would 
represent a very sabstantial sum. i would appear, therefore, 
that the doverauent in more than an accommodating banker, 
advancing fauna to the Commiseiom on the Basis of cost, in 
that it bears the costs contingent on having such funds” 


avatiable at the times required. — 
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In veview of the eorerad reasons given by Mesers. 
Priee, Waterhouse & Gonpany for she errors made in computing 
average effective rates, it ia quite apparent that a eloser 
cheek should be ine pt on the methods employed in arriving at 


the average rate shargnn dhe. Sens of the items omitted, and 

the Wanner in which the on leulations were nade, leads oue 

to velieve that they were wade without furl understanding of 

ie ~~ faaters mageneary for agcurate results. 

while the provisions in the hot direst ing the 

Gounission te pay eet for their funds remsing in force, the 
| Government should teke care to see that Anterent On ali 
| aGvansee made 22> Phdyfonsiesion are sollectible each 
year at a rate which will inelude every direst or indirect 
cost. ow that the borrowings on agceunt of the Comaigeion 
nave Peached eagh maguitade, and in view of the fact Shat 
upwards ag 60s of the manieipalities in the Frovines are 
interested in the er, made ied the Coumisaion, At would 
apomr that haan the interests of all canoerned the official 
auditor of the Sommsienion* « accounts should be given the 
opportunity of working ta so~operation with the Frovinelal 
treasurer's Departnent in arriving at the pahanast rate 
that ts so ve applied each years The mide & ho ah of arriving 


at euch average water involves accounting methods ef the 


highest order, and ail tho se songerned would be better 
served by having this check on the oa lauiations. 
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T The suggestion has been advanced that Governnaent 
borrowings in respect of the Commission's undertaxi. 


thereof would be used only for these andertakings. A decision 
on thig matter would appear to involve matter of public 
policy, and if degided upon would necessarily alter the pro- 
visions and the statutes whieh at the present tine provide 
that moneys shail be advanced to the Commission out of. the 
geueral borrowings of the Provines. if such preeedure were 
adophed it would appear necessary that the Goverament should 
require from the Gommievion « detelied statement at the 
oneucenent of Ma Tdeceal year, setting forth the speaizic 
od by it for exegh monthly period. 


Soounts that would be requ: 
With this information, the frovingial Sveasarer would heave 
to provide funds ia the amounts required by the Commission 


ou the dates speoigied in the requisition. Under sueh con- 


ditions it would appear proper for the Vovernment to deposit 
the funds ine separate baxk secount, against whieh the _ 
Commission would issue its cheques. . , ae Khe bh 
inasmuch as. it ie.impossible for the Gommission to 
determine oxagtly ia advance the amount of money that would 
be required during each period, there would undoubtedly be 


times when surplus funds would be available in the spegial 
account and other periods when the fands would be insufficient 
to meet the current commitments of the Gommiseion. During a 
period of surplus, the funds so availiable might well be in- 


vested in fominiom or Provincial securities, which sould te 
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Feadily Liguidated vate required. When funds were not 
avaliable Some means ‘would have to be provided, through 
,Pererapen’ agenoy oF OCROFW LAH», providing beam Gonnipeion 
, MASS, surficient ruene so nees se earrent Liabilities “sh 
_aatil the drawing aacount had bean replenished. 
ate Gonsidoriag the problem ‘iat ite broadest sense, 
te would appear that Little would ve potas, by @ change : 
from the progeaure as at present lata down by the Power 
Goumission AOS, oe the ether hend, if, @& @ matter of 
_Sorernmant poliey, as be decides She t Provincial borrowings 
_ Feapeot of ¢ pee opts undertakings be 0 ¢ar~ 
marked aah te 04 . od fa. ning of such borrowings 


by 
ii 


_@istingui shadle, wank @ step would go a Lone Way toward 
placing beyond doubt the quegtion of interest rate charge- 
able by the Provinge to the Gommiesilon. Whether the 
present mreseners. se allowed to gonticue or waether the 
method of raising funds for the Commie¢elion'’s undertakings 
is changed. the Anvectigations wade indicate quite clearly 
that «a stricter anperyieion anon es de ei of the method 
enpleyed in onloulating interest rates, ana to thie end 

it would appeny advisable that the ofstetel ith aaa 
pete tae of the Commission's ascounte ve siven every 


opportuni ty of shoeking anaually the ‘wate ‘gharged by the 
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Rereot Phony mee 


penning are very few, if any, nndextoxings in which 
inakeens, payable on the capital investment. Blays so important 
@ part as in the generation of electrical exergy. in this 
business the interest paid ou the capital investment forms. 
sm umususlly large part of the total cost of the commodity. 
In the operation of works coutrolled by the Gomulssion this 
fact suption in all eacede | eae ia i de ) ae 

‘ta addition to sharges in respeat of interest, the 
Commission is required. by the Ast to. sharge inte the cost of 


power all other sf) P ¥ the genera) order of ‘their im 


portance the various items entering into the eost of power 


ave at foliows: | 
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ef the charges making up “eost", hereunder is given in tabulated 
form a list of Hydro systeus with the various charges nak ing 
ap the tetal cost, shown im pergentages. These figures have 
been eonplled from reports submitted te the Commission by our 
Consulting Kagineer, and are for the year ending Oeteber S31, 
angi The Systeme are rasidaionine generally under two headings < 
ae ‘Bystene ‘tn Which ‘e1t” or practically ail power is 
sapplied lll a generating plant forming part of the 
eyatemy 
4b) Systema in which ‘power ie parchased by the Gonaiesion 
emo fvom outalde sources. : 


oy ere 
. 
a ak. ie Ie 
3 oe oa 


Yrander g gp 
"Bay # Severs wanders bugenia Wacken Rideau 


Power Purchased 6.02% 0.9% — * oe oo 272% 
laterest reste S067 vss 34.65 87 905 35.63% 65.03 
Renewals — 4 18.0 16.2 19.05 49.56 21.86 
Sinking fund on ee net 9.9 is 43.4. or oe? siesoaione a 
teintenance 3.37 eet tee RR BS Re 
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US) womans = is chound ‘be noted that tn 192i daneron alls 
development hed “Gate two generators ‘ operation ‘aud construction 
work was sein under way. No ‘venewals, contingension ‘er sinking 

dund’ ‘gharges “had ‘bess. applied at that ‘tine. As soon as these | 

dnaitges are applied | the effect will be to ‘redues ‘the ratio ‘thet 
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daterest Beare te the whole eeet, and the ae or 735 vais 
ond then be eonelderatly reduced. ) | 

: (6) ~ These three systeme heave an interchange of power 
‘gad all purchase power from the Oyrfliia plant, bat each has its 
‘ewn gendrating plant as well. 
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(#) nome: ‘Magare systen is isa aié not inolude the group 
‘of 3 generating plants at Hiagare ana was chews in ‘the books wg | 
she Commission ag a purohaser of | power. . 


it wali be noted that in group (b>) the item "Power 
2urehanad forme 
Sharges are greatiy reduced although still remaining the largest 


a jarge percentage of the gost and that "Interest" 


of the group of seven standard items of cost. The item "*Fower 
Parchaced", however, veprecente the price paid for power at the 
Place of generation or delivery and so includes interest charges 


on the capital invested in 211 works connected with the aetual 
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genave Sieh: in the cane of the ot. Lawreage System it is not 
x0 what makes up this cost, bat for the Hiagara, 
Thereld and Uscex Syetems the plants supplying the power are . 
owned or coutrolled by the | 
analeeed. 


possible ta 


intesion aud the cost can be 


"Recently the ngiaeers of the” Joma ission ‘submitted to. 


our. ‘Consulting Bagineer estimates of operating expenses of The 
Combined ‘Plants at Wingara” gonprisiug Whe Ontario Power Company, 
the Zorento Power ‘Company (fleetrical Development Company ) and 
the @ucenston-Cnippava ‘Power Development imeluding the Toronto 
steam plant {mes operating)» These plants are supplying #11 


power tothe miagdra( Paposiy’ ana uesex dystons ana other 


sundry gastemers, It i¢ interesting to note that they generate 


over 80% of the power supplied by the Commission, so that en 
euailyaisg of their operating costs may well be gonsidered, — 

sj)» BS She estimates submitted, the Eugineers of the 
conaission have Gopertes. eligntly from the standard eabaiyisions, 
but ag $his repors deals oaly with Aaterest charges, the Gables 
show that this item is readily dhatingusansdas. from the rest.. 
@he exact amount in dollars ia not given but the percentages 
have becn worked out and are given, for purposes of comparison, 


as fellewa: 


“sr \e Gl) a, iy ' 
\ Pesen ek te eRe OR Se co Oa oe me 
vi 4 F 7, OR a AD a + oe 
Shae Aa. 4 H a a i Ye aes. 
: 2, Ls i K , h : 
nA by! Paty ae 
y P ‘ , ‘ ] ) a ‘ we sae ee 
’ at ; : thy a, tet taihe hPa tas ' 
haa aor eee RS LCs 
> ave Pe , ; j . are ' vf 
% Geen 9 f MA he ve oi re 4 ‘ 
i) . j 7 n v f , i i] { “ 
a + 


on 


fee Bh gt mosey eoapzend, +08 neste. one oe a, 
9 arg Ma R ped 0% dai tae aise alice ; 


i 


aan ie hip Bits ahi th A08 
iN ee Sa A I wail 


et heesindse wotwntae0o saa Le steeaioat ¢ sini dnewmngnd E ok 


storenos eee taste ota of. pattwovonat 3 at 


He tact om swokentenset | ne ow sedis sewee ae 


 sherostewes wd Aleem atnce pene Sey ’ 
asst te sumeat yas sae f 


er Ni 
Sa mh. 1) a Oy kit h Pied RE ae hi ‘ yi ie Tike thy) aah 


| senoteivinde buasaate wii wort, qhddp ite 


al Ia 3 age a Raa a 


noldnd aut ,wogerio. snovedat ee 


ities» Re Oe 


i aaa ee Ce eB) "a, mgs ae, i acia ed 


f é } ‘ Lae t 
‘ ie ‘ R d ¢ "Ta! 5 - y $ 
ete Pet Maroy, wea o lc Reet ak a3 a 4 # wy yew 
$ Fe Bi), Pe j cme. a 5 
, a \ mm tho We 
v ep k “s ye o Ae a, ' 
; . ) 
‘ ia} pial yy 
j M4 5] ve un Mp Uf ? ha sah 
oy 
nh ai ¥ 
Ay, 
v 7 HY) 
« } 
f | i 


)RO-ExecTRIC: Inquiry COMMISSION 


‘FOR’ ENCLOSURE TO 
{27} 
BSQIMAGE OF OPERATING GRPARGES OF THE ORTARIO POWER Souraky, 


SHR FORORTO FOwnA Basoor yeni Aab THR peg gg gl le FOWER DEVELOP 


) Nc | , if Ay i f Pe P| % 
Oe Pee ei oi) a Fh ht scat deed Blot ld 8 entail Oe Os a i me Sid 


laterest 74.76% ya.786 74.78% 69.00% 
Operation: ©. > BeBe 26 9 Be OE 6.08 6.52 
Sinking Fand 6.77= B.51l2% 6.462 12.92 
Baingteneanuee 69. ©: eGR 6)  BeBEB os Be... Seb 
Vater Zental  .. oo: bw 2 osoy SeBB .... Bed8 
Depreciation e980 2-87 &+93 ae 89 


faxes and i . 
Bank exchange, ten 


a, ee ae 1.98 


gigsoount, otG. « e093... .» 2000... ,. On37., 0.85 
add charges on Hoeié " oP hi a Me 
: wait, ePseG0.,7 la~ 

terest 6%; Sinking 

Fund 1.853 

Depreciation te¥OS i els al sah oy 0.05... 0.04 


Rae se Ln ties Tvgeges 3 
reatonably ¢orrect it may be goneluded that, of all the charges 
entering into the coat of generating power in the sombined plants 
at Hiagera, interest on the @apiteal iavested eourengnhe approxi~ 
mately 70 of that cost. lven though it is found that the 
estimates are incorrest in soue items, any changes would act _ 
materially affeet tha ratio that interest bears to the whole cost. 

the actual daterest rate used by the Commission in 
Le ard eotinate varied on the different worke in accordance with 
the rate applicable 0 oash “funds invested | in the cueonston- 
oni ppawa or ‘the rar 6 applicedle to ‘ontetanding bonds on the 
Ontario Power ‘Company. and the Toronto Power tompany. The rate 
varied between the approximate limits of 4% and 6%, and the 
rage Would be somewhat over 5%. 
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| For the purpose of bs big qr, the agtand affect 
8 . change in ‘she interest vate has on the cost at power, Let 
as assume the ees coutng conditions: ih 

(a) chat interest sharges iin 708 of the cout; 

oe That the interest rate al Shs 


te) That the eoat of power at the point of hleeadinh Seals is 
@14.00 per horsepower under the above conditions. 


On the above assumptions, the following table shows the 
approximate effect that a ghange of 19 has of ‘the price of 
powers | | 


Gase {a) is for an inarease of if ~ that is, interest at 
Me kh : ‘ ; idake 


 Qaee (b) ie pret a @eoreane of ‘13 =~ that ie, interest at 
a instead of ‘5S. 


if 70% of the cost represents interest, thea of the 
gost of 814.00, $9.80 is interest charges. _Bherefore, ander 


Gase (a) 1f interest is it? this represents a 20% iagrease, 
oy instead of 39.80 per Hee we get oust 
per horsepower, | 

Gase (bj if interests is +. then a reduction of 20% results, 


or instead of §9.80 per Banna power we ase hoa 
per horeepowers | . 


Generally apenking, therefore, a rise ar fall of 
if, with power costing about $14.00, with interest at 5%, 
reeukts in inereating or deereasing the sost by $2.00 per 


horsepower, or a Ae oe nbamt: AGS. » 


mite siteades ‘ati iat $0 ‘idediedd a “i in the 


coset of power, it 18 quite apparent that the municipalities 
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“heave enjoyed seupibenabie advantage through having the borrow~ 
" fens facilities of the Province at their disposal. With few 
“exceptions, haa the municipalities Shemagives been. Sbliged | 
_ to raise their own funds, the market would have denanded 
higher interest returns and this extra cost would have been 
Setlected in the eost of powers As a vesult of thia faror=- 
“mble condition the Hydro, as a competitor of privately owned 
plants, oeouples & position of onsiderable advantage in 
that industrial leans for &aoh varpeses command ‘mach higher 


‘returns than do the annual borrowings of ‘the Provingial 


Riad aheh Vad ~~ 
what thie adra age Ha 


identienl in all respeets, are not avaliable for comparison, 


ple to state in actual figures fant 


‘Peon because ‘two conditions, 


but that it has been quite appreciable is beyond doubt. 

. Set the desirability of obtaining funds through 
the piaeieniaih, Treasury Was early appreciated ie quite evident | 
“te atterances made in 1906 by Wir Adan Beck. At a meeting of 
‘the “Western Power Organisation" at Galt, July 24th, 1906, Sir 
Adan, in illustrating the advantages of the Aot of i906 as 
sonpared with the Originel proposals of 1903, stated: 


*“sevethe Province finances the undertaking.” 
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As already shown, the munieclpelities were obligated 
to pay 4¢ on all expenditures of the Gomaission to datober dist, 
1914. “he oost of money increased about thet time, and under 
authority of Seotign 22(¢) of the Power Gommiaeion Agt the Gom- 
mission was diregted to eolleot from the municipal cerporations 
an additional amount to eover the difference between the 44 and 
the estimated cost. During the youre 1936 amd 1916 2 rate of 
4% was charged, and in 1917 6% was gharged on al) money advanged 
during the perlod beginning Sovember ist, 1914, and endiag 
Setober Sist, i9i7, and this rate hae been retained since that 
date as ‘applying to all monies sdvanced during that period. the 
rates auniten +o money advanoed ‘during the period 1918-1922 have 
been set out previously pat are here spingaaly for the sake of 


eonvenlence: G&D, P 4 yaa 
ie tower hy fog ti z rate Gt ¢ $1808, 


a 
aeae " oe 
1921 " dts 
1922. 5.48. 


With the paak:of ‘money “vest avers en: fleet consideration 
one might be Warranted tn looking forward to an early anda gub- 
stantial redaction’ ia the annest | vearty’ oeee or Provineial berrow~ 
lage. paring the last twelve or ‘eighteen months there nas 
eoourred sudstantial reductions im the cost of Provineial vorrow- 
ings, and at the present tine rates are ruling at slightly leas 
than 63%, and some forecast ‘het. Provinedal money Will seet still 
less at comparatively enviy @atee. Whatever does happen, the 
present tendensy is downward, and new borrowings, either as 
original leanw or for refunding purposes, will cause the average 
annual rate applicable to the Commisaion's funds to drop. The extent 
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So whieh the average anagel Fave wit? drop is principally 
governed by two cneters, namely: 


ta) she priest in eftoet ive rates on favare borrowings, 
“em 


fb) the effective interest rato on borrowlags made daring 
the bigh vate period and the duration of such loane. 


whe effect ‘of dal is obvious and requires uo ex~ 
planation. | te reference 0 tm), the interest ares are mewn 
to be highy. bat “_— the jeans: mn de ander these eonditions are 
for a. hors: = ied, on being vetundea with new: loans at lower 
yates the average rate apel teabie will bees “That the Gou-~ 
migsion and the Auditor believed that the Government hed 
borrowed money , ) eye securities: and are hopeful of — 
am efrlg reduction in the interest rate, is seen from 
evidence given before us. fr. Luoma stated as follows; 
Ma. LGGAG: "Allow me, having some Raoul age 
of the law on the question, so state the «= — 
Gifficulties in the way. For iastence, duting 
the war the Sovernment borrowed oortain moneys Ry. 
at high rates of interest for Bipigon and other 6ii 
Hydro Gevelopment. They borrowed it at short 
fate dates, at high rates of interest. Tow, 
they are etill cm thelr booke charging theo se 
nage rates of katerpas on short rate dates. 
aR OMA TAMAR "Ana they are still payiag it? 
mi. LUCAS: “r wubmit mot. Some of those leans 
have fallen im and ere boing replaced from tine 
to time at lower rates, but the high rate of the 
temporary loan #tiil continues.* 
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a. LUCAS, “Por short rate dates," 
ar. Clarkson, in ‘apeaking of the establishaent of 


the average yearly interest rate, also refers to short date 


eeoqurities and atates in part as follows. 


“It wae felt that a faiyv rate had been 


 gharged, yes, and it has been within the 
nowledge and has been diseussed by the 


Hydro Commission that seme of the securi~ i 
ties issued by the Province of Gutaric, to 615 
provide money for this syetem and the 


 Saippawa Gyeten, were short date seourities, 
and the time was approsehing when some of 
these Ponmr Sh Ane would fail in and be- 


refunded. » «™ 


“the Honorable Peter dmith, appear ing before as, 


yO borrowed ‘between ola én 1922 


vas short’ date securities. She evidence in this connection 


reads at ‘teiieees” 


HOW. WR. teas: “Perhaps we. dudin tn a Wery 
ay gould sey how much the borrowiags are _ 


fough wa 
from 1918 wp to date, < mean short date. 


don't want any accurate statement, or anything 


that will commit you te wanting Batqust it is 
only very general. 4 mii 


WON. AR. SMITH: “I would say Sen,000,a00. 
Gs. “Short date? 
A» "Yom, short date. 
@- “hat has either fallen in or will fal). 


in at an early date? 
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“HOM. MR. LUQAS: “With all this that has either 
fallen or will, fell in there will be substantial iv. 
tums ¢oming in noe? 646 


ag > — 
During our investigation into the ‘matter of in~ 
terest payable by ‘ahs Commission te the Government it was 
necessary for our Aacoantants to ‘examine all loans nade “by 
the tovernment out of Maton edvanses have boon nate to the 
Genaission. ves oy | saceihaiabanni 
cokpaneny f ‘table has been prapaded: t losers. Prise, 
Waterhouse s ‘Company ‘and i¢ imehuded herewith és pages “S?, 38 
oy ‘8, showing the loans outstanding at Oetover ‘eh. ‘Lope, | 


used at that da Pry fmoney borrowed vatwoon 1916 end 


1982. me ‘tables show ‘the date of issue, ‘the effective in~ 
terest Nahe. she tome ot the Loan ana the ‘perm that Prine Ny 
Saene nas to run toon Setober 31, 1922. From the dates given 
it can be readily ‘eecodintesd on what date each loan aa de 
will, require refunding at the new iatercet. rates ‘shen : 
appilicabie. 


: | debe ohown on the  ahewet ewe on the 


inte intere 
basiae of the Province ‘paying ‘te interest ‘semivaunanliy, and 


‘s8ion pays tte interest fate ennually to the 


sinee the oa 


ie Nhs 


Province, these rates gust accordingly be 


nereased slightly 
| to place them on the basis of angual ‘payneats. As an 
| illustration of what these ‘tigures would be a is to be noted 


that a ae sate on & semi-annual basis would besome 6.099 on 
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em annual basis. 

it is pointed out that » large proportion of the 
loans shown in the tables cover the refunding of loans made 
in previows years. The balances of the borrowings represent 
new money required by the Prevines im respect of the under- 
takings of the dommiesion and for other purposes. During 
the period under diseussion the totel new money coming inte 
the Treasury of the Provinee, shown in the Podlic svcounts 
statements as direct Liabilities, amounted to $200,916,489.23. 
Of this amount, during the period 1916 te 1922, inclusive, 
$106,675,957.85 represented funds advaneed to the Comml¢rion 


and ‘the purchasd Ux tq boyrince of the central ontario 


System. The total referred to above represents, therefore, 


over 63% of the total borrowings of the Provinee for this — 
period. 

Hereunder is given a table showing the range of the 
iaterest rates set out on the tables previeusly referred te: 


Reet 


Range of B€feative interest Rates — 
ngeortonnnaay * Raye ln of dni 


1915 a ti 2 wh 4.947 ~ 6.352 
1916 wie $.09035 ~ 

(A ewes weed vane eeitis e570... 

Fo: leis adi 6.1749- 6.326 

_, A919 $.1749- 5.934 

1920 4.777 - 6.0266 
4 \) a Be225 me (668285 

1922 | 6.17 id 6.4287 
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She tera of these loans varied econetderably, bat 
a ré@latively small amount was for whet may be termed short~ 
tore periods. A large proportion of the money wae for 
pericds extending from ten to twenty and thirty years. Re- 
ferring particulariy to the evidences civen by the Honorable 
Peter Suilth wherein he states that the Province borrowed 
about $55,000,000 during 1916 to 198% om short date securiti«as 
fax a period of six montha, or under « year, it ia to be. 


noted that while thia ie true, a lerge ‘pertion of the aber 
wae refunded with long-term leans bearing a comparatively 


“term loans 


high rate of interest. However, ia 1921, short 
were iagued Pre Tr at much Lower rates of ta- 
terest. i 

It will be farther observed that a large proportion 
ef the losus running for periods ranging from ten to thirty 
years were borrowed at interest rates Little, if any, iese 
than interest payable on shorter term funds. — 

It is impossible to forecast with accuracy Just whet 
interest vate the Somalesian will be required te pay in future 
yeare on the funde advanced to it for the varioug works that 
it may Gagertake as the eost of this money is regulated by 
the effective interest rates that will be applicable te. 
future leans. 

A® already poluted out, the tendeney of the cost of 
money is downward, but even assuming that in the sourse of a 


few yeare funds wey be obtained ap low aa 48%, this will not 
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FOR ENCLOSURE TO 
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im any way represent the average rate applicable, as the 
jeans now cutetanding, running for a eonsiderable period 
of time, have relatively high interest rates which muet be 
taken inte account in determining the interest rate charge~ 
able to Hydro on the advances of any year. 

Pore _ Boubtless it would have been in the interests of 
in Geanieston sad money been borrowed by the Previnee on 
short ving (i.e. three or five~year loans), even though 


at Righer Anterest rates. Had such a preoeedure been followed 


PR ye de 
snene Loans aould now or in the future be refunded at gon- 


‘aidonabig. reac’ Cre tates, resulting in a greatly 
decreased average rate applicable to funds sdvaneed to the 


Gast eet ame it has been shown what an important part ia- 
Gees incre On Gapital investment play im reguleting the 
oan ot power. Ae stated, the Commission has been hopeful 
‘eat ‘ppl ‘interest rate would show an @erly and material 
reduction,resulting in decreased power rates. there is 

} thet there will be seme tendency downward, bat 


+ appears very unlikely, amd it ie doubtfal if the average 


Be, y applicable to moneys sdvanged between 1915 and 1922 


wiil @rop wach below 6 per cent. for several years. 
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May 1, 1925 
dune 1,1916 
Fob. 1,1917 
Aug-15,1919 
Fob. 1,1920 
Apr. 1,1920 


dane 1,1916 


Jan. 1,1917 
Jan 15,1918 


Feb. 1, 1918 
May 15,1918 
duge 16,1919 
Apr. 1,1922 
dan. 53,1922 
Dov. 15,1920 
Fob. 1,1921 
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HYDRO-UL 4OTRIO PORER GOxmIssIom oF OBRARIO 


—Jegeription 


$ 4,000,006 ; 
4,090,006 

_ &9000,000 
3,009,900 
$000,000 
2,000,000 


SSa585 


4,000,000 10 


1,000,000 


5 
2,000,000 6 


8,900,000 10 
4,250,000 10 
1,760,000 10 
15,009,000 30 
15,000,000 15 
5,000,000 7 
10,000,000 20 


Proceeds 
Applicable to 
. 


2916 = Z0sex 
$3,961,995.00 
779853 ..74 
1,942,125.94 
1,776,642.78 
1,527,925.97 
1,002,027 .50 


—i216 = Bonet 
1,000,000.00 


—1917 = 208eY 
1,001,617.15 
1,969,755.00 


1938 — woney 
24990,051.35 
4,154,853.45 
1,705,178.92 
5,000,000.00 
484,876.67 
$34,000.00 
666,000.00 


Sffoctive 
interest rate 


before 


deducting 
exchenge 


4.9478 
6.0081 
5.069 
5.597 
6.852 
5.954 


6.005 


4.9765 
6.5 


6.326 
6.076 
6.076 
5.1749 
5.365 
5.225 
6.28679 


ee 2 years 

sy Aatel years 
are 

12-5/12' years 

&7/12 yours 


2 months 
2-1/2 months 


oai6/at gears 


~ Baturity 


May 1, 1925 
June La 
Atgs z 
Jan. 1, 1930 
Apr. 1, 1955 
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Jan. 53,1922 
Apr. 1,1922 
Aug-15,1919 
Deo. 1,1919 
Apri 1,1920 
Bar. 1,1920 


Deo. 21,1919 
Apre 1,1920 
June 15,1920 
Oot. 1,1920 
Sept.23,1919 
Hov.15,1920 
Dec. 1,1920 
Sept.15,1921 
June 15,1922 


—Description 


$15,000,000 1 
15,000,000 & 
3,000,000 


2,909,000 
5,000,000 6 


3,900,000 10 yr Bhs 
2,000,000 15 yr 69 
8,000,000 10 yr 6s 
3,000,000 3 yr 6s 
4,000,000 10 yr Shs 
5,000,000 7 yr 6s 
16,000,000 15 yr 6s 
10,269,500 22 yr 6s 
1,000,000 6 mos.5}s 


vr 
yr 
6 yr 
3,000,000 10 yr H i 
15 yr 6s 
yr She 


Proceois 
Applicable to 
. 


—zesE 8 money 


—-1219_= ONBY 
$ 2,386,095.78 


3,894,564.85 
1,06 
1,956,061.52 

972,644.58 
4,501,802.24 


1920 — HoNsY 


566,740.38 
12,991.50 
7,954,099.62 
2,855,187.43 
3,640,409.40 
2,985,059.26 
4,025,000.00 
5,970,000.00 
950,000.00 


Biriective 
Interest Rate 
before _ 
dedasting 

e) 


5.365% 
6.1749 
5.597 
5.80 
5.934 
5.357 


5.80 
5.954 
6.2479 
40777 
6.2575 
5.225 
6.9285 
6.2052 
5.7605 


71/12 years 
12-5/12 years 
7-15/24 yeara 
11 months 
6-11/12 yoars 
5-1/24 yoars 
13-1/12 years 
20-7/8 years 
1-1/2 months 
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Deo. 1, 1929 
Apr. 1, 1935 
dune 15, 1950 
Oot. 1, 1923 
Sept. 23,1929 
Nov. 15, 1927 


Deo. 1, 1: 
“ gapiaae, i040 


Dec. 15, 1922 
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- Date 


Hov.15, 1920 B23 
Dec. 1, 1920 RR 
Feb. 1, 1921 ss 
May 2. 1921 bid 
Sept.16,1921 @W& 
Sept.15,1921 UU & 
a2 
6 
® 


Jan. 3, 1922 
duly 16,1922 
June 16,1922 


dan. 3, 1922 aa 
Apr. 1, 1922 AB 
Oct. 2,1922 ac 


May 2, 1921 tf 
Sept.16,1921 
Nov. 1,1921 - 


Got. 15,1922 i 
Oot. 1, 1922 J 


Sept.28,1922 Bank Loan 
Oct. 4, 1922 Bank Loan 


Loan 


$ 5,000,000 
16,000,000 
10,009,000 
14,525,000 
10,289,500 
15,009,000 
15,000,000 

5,000,000 
1,000,000 


15,000,000 
15,009,000 
20,000,000 


184,000 
295,000 


4,710,500 

625,000 
5,000,000 
1,000,060 
5,000,000 
4,000,000 


7 yr-6s 


Proceeds 
Applicable to 
. 


192) — BOuaT 
@ 1,551,803.17 
10,717,786.00 
9,008,910.00 
14,211,878.51 
3,990,578.00 
14,498,369.20 
9,982,286.26 
4,982,145.51 
44,980.00 


—-4922 = BONEY 


1,125,658.26 
7,602,655.92 
19,529,047 .20 


180,209.60 
$13,091.01 


4,552,227.20 

604,087.50 
4,976,500 .00 
1,000,000.00 
5,000,000.00 
4,000,000.00 


Lffestive 
interast rate 
before 
deduoting 
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Nov. 15,1927 
Dec. 


Dec. me 1922 


yeas 3, say 
oct. a, xeon 
2, 1956 
Eay 25 1986 
ae 1943 


April 25,2 ae 
Oot. 1, 1925 
On demand 

On demand 


az 
“pk 
E likat 


a 30.88. OS S4. = 
26, 68 Ze Aew 8 2 Bes 
fd. ST Sy bEa BE Mi 


aadaaas 
See 


SL. aES AER > 


5 £8.8bE BERD » 
28. G62 ga AGS Se AGS & 


aici 


x 


20,61 odchonedsh 
G5.2 BOO, O80 98 
OO. GUO ,0 20 5a 


Bee ERR Be Tae Ee 


eal, 
= one 
= 


ry 


ep 
f) 


- ve 


Ny 


acioun 
c gli) 
i, a 


ees 
Saas 


SSE shee: 


Sat raat 


